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SUBJECT: Informati on Return/ Returns of Individuals and Fiduci ari es/|Interest on
Unpai d Tax and Defi ci encies

Assenbly Bill 2892 (Assenbly Revenue and Taxation Conmittee), as enacted on
Sept enber 29, 2000, nmade the follow ng changes to California | aw

Section 18503 of the Revenue and Taxati on Code (R&TC) is anended and renunbered to
18505. 6.

This act anends existing California law to conformnore closely to Section 6012(b)
of the Internal Revenue Code (IRC). This act provides that a receiver appointed by
| aw who possesses only part of an individual’'s property is not required to file an
income tax return for that individual. This section is renunbered to 18505.6 to
follow the provision regarding fiduciary returns.

Section 18504 of the R&TC i s repeal ed.

This act repeals existing California law that requires a resident or nonresident
with taxabl e incone froman estate or trust to include that income in his or her
gross inconme. This provision is no |onger necessary as state |aw confornms to IRC
Section 61(a)(15) that defines the different sources of gross incone, including
income fromestates or trusts.

Section 18505 of the R&TC i s anended.

This act amends existing California | aw by increasing the filing thresholds for
fiduciaries to be equivalent to the filing thresholds for individuals as stated in
Section 18501. Also, this act deletes the provisions relating to information to
beneficiaries of estates and trusts and their returns and reenacts these provisions
as Sections 18631 and 18635. 5.

Section 18505.3 of the R&TC i s added.

This act requires an executor, admnistrator, or other person charged with the
property of a deceased individual to file an individual return as required under
Section 18501. This provision confornms to I RC Section 6012(b)(1) w thout

ref erence.
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Section 18507 of the R&TC is repeal ed.

This act repeals existing California |aw that requires a nonresident taxpayer to
file areturnif the individual is required to pay any tax, regardl ess of the
amount of adjusted gross incone. This provision is no |onger necessary as the
filing threshold for a nonresident taxpayer is equivalent to the filing threshold
of a resident taxpayer as stated in Section 18501

Section 18508 of the R&TC i s anended.

This act anmends existing California law to conformnore closely to paragraphs (4)
and (5) of IRC Section 6012(b). This act provides that a fiduciary will file the
returns of an estate, trust, or individual Chapter 7 or 11 bankruptcy estate. This
act also specifies that a return nmade by one of two or nore joint fiduciaries wll
be sufficient to conply with the filing requirenents of Section 18501

Section 18528 of the R&TC i s anended.

This act anends existing California law to conformnore closely to I RC Section
6013(b)(3). This act clarifies the date returns are deenmed to have been filed by
married taxpayers that file separate returns. Al so, this act increases the filing
thresholds to be equivalent to the filing thresholds for single individuals as
stated in Section 18501.

Section 18531.5 of the R&TC i s added.

Thi s act provides that when a spouse dies, the joint return filed by the surviving
spouse will be treated as if the taxable year of both spouses was the taxable year
of the surviving spouse. This provision conforns to | RC Section 6013(c) w thout
ref erence.

Section 18532 of the R&TC i s anended.

This act anends existing California law to conformmnore closely to | RC Section
6013(d). This act provides that an individual who is legally separated fromhis or
her spouse under a divorce decree or of separate maintenance is not considered
married. Also, this act provides that if a joint return is nade, the tax shall be
comput ed on the aggregate incone and the tax liability will be joint and several

Section 18547 of the R&TC is renunbered to Section 18628.

This act relocates existing California | aw on tax shelters to Section 18628 of the
Admi ni stration of Franchise and | nconme Tax Laws (AFITL) to conformnore closely to
the structure of the IRC

Section 18552 of the R&TC is anended and renunbered to 18408.

This act anends existing California aw to correct an erroneous cross-reference to
provi de that the Franchise Tax Board (FTB) is authorized to require information on
persons subject to the taxes inposed by Article 5 of Chapter 2 of the AFITL. Al so,
this act relocates this provision to Section 18408.
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Section 18631 of the R&TC i s anended.

This act anmends existing California law on information returns to allow the
consol i dati on of several filing requirement provisions into this section to permt
the repeal of nultiple sections that previously contained these requirenents
Sseparately.

Section 18633 of the R&TC i s anended.

This act anends existing California law to conformmnore closely to | RC Section
6031, relating to partnership tax returns, and del etes obsol ete | anguage regardi ng
previ ous effective dates.

Section 18633.5 of the R&TC i s anended.

This act amends existing California lawrelating to limted liability conpani es by
del eting references to the Bank and Corporation Tax Law (B&CTL). Provisions
relating to limted liability conpanies were previously repealed in the B&TL and
reenacted in the Personal Incone Tax Law. Existing references to the B&CTL
sections are thus obsol ete.

Section 18635.5 of the R&TC i s added.

This act conforns to | RC Section 6034A, relating to information to beneficiaries of
estates and trusts, nom nee-reporting information, and beneficiary returns that
nmust be consistent with estate or trust returns.

Section 18636 of the R&TC i s repeal ed.

This act repeals existing California law relating to information required in
connection with certain options. This provision is reenacted as Section
18631(c) (2).

Section 18637 of the R&TC is repeal ed.

This act repeals existing California law relating to information returns from
t axpayers engaged in a trade or business. This provision is reenacted as Section
18631(c) (4).

Section 18638 of the R&TC is repeal ed.

This act repeals existing California law relating to returns regardi ng paynents of
remuneration for services and direct sales. This provision is reenacted as Section
18631(c) (5).

Section 18639 of the R&TC i s anended.

This act anends existing California law to del ete the provision requiring an
individual that filed an information return with the Internal Revenue Service to
report that information to the FTB. This provision is reenacted as paragraphs (6)
and (8) of Section 18631(c).
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Section 18641 of the R&TC i s repeal ed.

This act repeals existing California lawrelating to information returns nmade by
brokers. This provision is reenacted as part of Section 18631(c) (7).

Section 18643 of the R&TC i s repeal ed.

This act repeals existing California lawrelating to returns required for rea
property transactions. This provision is reenacted as part of Section 18631(c)(7).

Section 18645 of the R&TC i s repeal ed.

This act repeals existing California |law requiring copies of federal information
returns to be filed with FTB if a federal information return was required in
specific instances. These provisions are reenacted as paragraphs (3), (9), (11),
(12), (13), (14), (15, (16), (17), (18), and (19) of Section 18631(c).

Section 18647 of the R&TC i s repeal ed.

This act repeals existing California law requiring information returns from
enpl oyers providing group-termlife insurance. This provision is reenacted as
Section 18631(c) (20).

Section 19101 of the R&TC i s anended.

This act anmends existing California |aw regarding interest on unpaid tax to all ow
the consolidation of several paynent and interest provisions into this section.
This permts the repeal of many sections of |aw that previously contained these
provi sions individually.

Section 19102 of the R&TC i s repeal ed.

This act repeals existing California lawrelating to interest assessed on extended
time paynments. This provision is reenacted as Section 19101(b)(1).

Section 19103 of the R&TC is repeal ed.

This act repeals existing California law relating to the determ nation of the |ast
date prescribed for paynment. This provision is reenacted as Section 19101(b)(2).

Section 19104 of the R&TC i s anended.

This act anends existing California |law to specify taxpayer appeal guidelines
regarding FTB's notice of determ nation not to abate interest. Also, this act

provi des appeal guidelines for requests of abatement of interest related to
proposed deficiencies. This act deleted a provision relating to the collection of
interest on a deficiency and reenacted this provision as Section 19101(c)(1). This
act deleted a provision relating to the assessnment and col | ecti on of erroneous
refunds and reenacted this provision as Section 19368.
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Section 19105 of the R&TC i s anended.

This act anmends existing California law to delete a cross-reference nmade to Section
19104 and replaces it with the correct cross-reference of Section 19101.

Section 19106 of the R&TC is repeal ed.

This act repeals existing California lawrelating to interest assessed on unpaid
assessabl e penalties. This provision is reenacted as Section 19101(c)(2).

Section 19111 of the R&TC is repeal ed.

This act repeals existing California law relating to waivers of interest if paynent
i s made upon notice and demand. This provision is reenacted as Section
19101(c) (3).

Section 19115 of the R&TC i s repeal ed.

This act repeals existing California law relating to the applicability of interest
to estimated tax. This provision is reenacted as Section 19101(d).

Section 19120 of the R&TC i s added.

This act provides that any erroneous refund that is recoverable by suit shall bear
interest at the adjusted annual rate beginning with the date that is 30 days after
FTB nails a demand for repaynent.

Section 19183 of the R&TC i s anended.

This act anmends existing California law to delete cross-references to R&TC sections
that are repeal ed under this act.

Section 19368 of the R&TC is added.

This act provides guidelines for FTB to assess and col |l ect any anount deened to be
an erroneous refund or credit. This section was fornerly Section 19104(b).

Section 19524 of the R&TC is renunbered to Section 184009.

This act relocates existing California |aw on regul ati ons concerni ng magnetic nedi a
returns to Section 18409 of Chapter 2 entitled “Returns” to conformnore closely to
the structure of the IRC

Section 23802 of the R&TC i s anended.

This act anends existing California law to replace a cross-reference to R&TC
Section 19102, which is repeal ed under this act, with the correct cross-reference
of Section 19101.
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Section 23810 of the R&TC is repeal ed.

This act repeals existing California law relating to group returns of nonresident
sharehol ders. This provision is unnecessary since Section 18535(c) already
provides for this treatnent.

This act is effective January 1, 2001. Provisions affecting the inposition or
conputation of tax, additions to tax, penalties, or the allowance of credits would
be operative for taxable and inconme years beginning on or after that date. her
provi sions woul d be operative on and after January 1, 2001

This act will not require any reports by the departnment to the Legislature.



